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ed Accountant, 10 Adelaide 
Street East, Toronto. 
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Editorial Comment 


An interesting, but short, article on 

this subject appears in the January 
Foca ee a. issue of The Journal of Accountancy. 
in Statements It has been written by A. B. 
covering Hecker, a member of the Institute 
Foreign Subsidiaries °f Chartered Accountants in Eng- 
ne land and Wales, and now a manager 
in the New York Office of Price, Waterhouse & Co. 


The position of Canadian subsidiaries of United States 
parent companies is dealt with in one brief paragraph, 
and, perhaps unwittingly, he suggests that current assets 
and liabilities should be converted for consolidation pur- 
poses at a single rate of exchange. He intimates that the 
“free market” rate in the United States for the Canadian 
dollar might be a more appropriate rate to use than the 
official rate on the ground that it would be more realistic 
and conservative and that, consequently, developments in 
Canada should be closely watched between now and the 
time when a final decision has to be taken as to the ex- 
change rates to be used for 1947. 
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We are not concerned here with a discussion on which 
of these rates should be used, but we wish to point out 
that, before a decision is taken, there are other things 
to be considered than a “realistic and conservative” ap- 
praisal of the worth of the Canadian dollar in the eyes 
of the parent company. Particularly, now, while the of- 
ficial rate for the United States dollar is par, accounts 
are set up on that basis and practically the whole of the 
trade of these subsidiary companies with foreign countries, 
apart from the sterling area and certain transactions with 
France, Belgium, Holland, Norway and Czechoslovakia, will 
be (while recorded as Canadian dollars) for settlement 
in United States dollars. If one of our paper companies, 
for example, has net current assets of four million dollars, 
of which three millions are to be collected in United States 
funds and if, at the close of the fiscal period, none of this 
three million dollars had been sold to a bank in Canada 
for future delivery at a contract rate, why should a 
parent company which feels that the Canadian dollar 
should be conservatively valued at, say, ninety cents apply 
such a valuation to this net item of three million dollars, 


much of which may be collectible from and payable to 
others than itself? 


Conversely, if one of our coal subsidiary companies owes 
its parent and other United States suppliers two million 
dollars and it has purchased at a fixed rate for future 
delivery a substantial part of this balance, is it necessary 
for the parent company to set up an exchange reserve 
based upon what it feels to be a realistic and conservative 
value for the Canadian dollar? 


In these hypothetical cases, does it matter what change 
Canada might make in the official rate after the balance 
sheet date? Does it matter whether the United States 
investor is prepared to bid but 85 cents U.S. for the Can- 
adian dollar owned by another U.S. investor? 


The conclusion we reach is that the old general prin- 
ciples under which items on foreign subsidiary companies’ 
balance sheets were valued for purposes of consolidation 
put, so far as net current assets are concerned, too much 
stress on a general rate prevailing at a date and not 
enough stress on the currency of settlement. Obviously, 
when the currency of settlement is the same as the cur- 
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rency of the parent company, as is so often the case in 
Canada, and, particularly when the currency of the sub- 
sidiary company is a currency expressed in dollars, there 
are other factors to be considered. One should hesitate 
to effect conversions for this purpose without a rather 
complete knowledge of any currency control policies of 
the country in which the subsidiary is domiciled and with- 
out a complete breakdown of the various current asset 
and liability accounts by the currency of settlement. 












We trust that we shall never betray ourselves 
Our as did our Toronto morning newspaper on 
Innermost January 28, 1948. Perhaps it was still upset 
Thoughts over its lapse of the day before when its issue 

bore the date 1947 instead of 1948. However, 
as. we all know, this morning newspaper has a decidedly 
Conservative flavour, which permeates its soul right to 
the core, as is evidenced by the fact that, in a prominent 
place on page two, it carried an obituary note on a Toron- 
tonian who had died after a prolonged illness. The note 
concluded “—Ottawa blamed—” As a distinguished 
economist once said when asked his opinion on the merits of 
a castor oil cartel—“I should call that hitting below the 
belt”. 















The appointment of Mr. Scully as Deputy 
Mr. V. W. T. Minister of National Revenue (Taxation 
Scully Division) is welcomed by this Association. 

We are pleased that one of our members 
has been given the responsibility of this post and we extend 
our congratulations and assurances of our co-operation to 
him. Mr. Scully is a Fellow of The Institute of Chartered 
Accountants of Ontario. 















Don Knowlton, whose article “The Semantics 
Our of Annual Reports” is reprinted from The 
Contributors Accounting Review, is a public relations 
counsel and a member of the firm of Hill and 
Knowlton. His paper was one of a series sponsored by the 
Detroit Trust Company as a part of a programme designed 
to create “a better undersanding of the profit system”. 
C. K. MacGillivray, a member of the Institute of Chart- 
ered Accountants of Ontario, is a member of the firm of 
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Chagnon & MacGillivray, Hamilton, Ontario. His address 
on “Taxation” was delivered to the Lawyers Club of Hamil- 
ton on January 7, 1948. 

A. A. Fitzgerald, F.I.C.A., whose article “Prospective 
Improvements in Financial Statements of Companies” is re- 
printed from the November 1947 issue of The Australian 
Accountant, is the Editor of that journal, which is publish- 
ed monthly for the Commonwealth Institute of Accountants, 
The Australian Institute of Cost Accountants and The New 
Zealand Institute of Cost Accountants (Incorporated) by 
the Accountants Publishing Company Limited in Mel- 
bourne. This paper was delivered at the Perth Conference 
of the Australian and New Zealand Association for the 
Advancement of Science in August 1947. 

Believing that it is high time that we recalled the old 
principle that “it’s not what you do but the way you do it’, 
we include in this issue an article “Business appraises the 
Public Accountant”, by Edward P. Klingenmeier, C.P.A., 
a member of The New York State Society of Certified Pub- 
lic Accountants. This paper is reproduced from the Janu- 
ary, 1948 issue of The New York Certified Public Accoun- 
tant. The author is Secretary and Assistant Treasurer of 
the Peter Cooper Corporations, Buffalo, New York. 
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The Semantics of Annual Reports 
By Don Knowlton 


SUPPOSE I might start off this discussion by trying to 

define the word “semantics.” I’ve gotten into trouble 
with that word. I wrote a piece a while ago about the 
“Semantics of Financial Reports,” and it fell into the 
hands of the controller of a large corporation. He wrote 
me somewhat as follows: 


Dear Mr. Knowlton: 

At least six people in our company have told me I ought to 
study your article on the Semantics of Annual Reports, and I 
have done so. I started off by trying to find out what the 
word “semantics” meant. I looked in six dictionaries and 
couldn’t find it in any of them. You say we ought to use 
terms in our Annual Reports that people can understand. Why 
don’t you practise what you preach? 


Well, as I understand it, semantics has to do with the 
connotation of words rather than their actual dictionary 
meaning. Take the word “capitalist,” for instance. Capi- 
talism is defined in my desk dictionary as “the system in 
which the ownership of land and natural wealth, the pro- 
duction, distribution and exchange of goods, and the op- 
eration of the system itself, are effected by private enter- 
prise . . . under competitive conditions.” 

And yet, what is a “capitalist’? He is a fat man in 
a long-tailed coat and a plug silk hat, wearing a big gold 
watch, and bulging with ill-gotten gains derived from the 
sweat of the working man! 

So, in using words for public purposes, one has to 
think not only of the actual meaning of words, but of their 
connotation. 

Now, there is one word in particular with which we are 
concerned today. That word is “Profit.” It used to com- 
mand considerable respect. But that was before the days 
of the New Deal. Today, in many quarters, there is 
something very reprehensible about profits. A company 
really ought to feel guilty about making them. 

Why is that? Chiefly, I believe, because during the 
last fourteen years people in general have gotten the idea 
that business and industry make a great deal more profit 
than is actually the case. Nobody, people say, would 



































Reprinted from the Accounting Review, October 1947. Published by 
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object to a decent profit. But it just isn’t right for com- 
panies to make such enormous profits, especially “. . . 
since these are made at the expense of the working man 
and the general public.” 


According to public opinion polls taken in recent years, 
many people actually think that corporations make a profit 
of 25% on sales. They say a profit of 10% would be about 
right. And many people still identify ownership with 
management, and think the boss gets all the money. It 
is interesting that whether polls cover industry in gen- 
eral or a specific industry, whether they cover the general 
public or employees, the results as to these points are just 
about the same. In other words, the misconception as to 
profits, and who gets the profits, is well-nigh universal. 

It has been interesting to me to note that when these 
polls first began to be taken, the individual industry, or 
the individual company, was inclined to say, “Well, people 
may think that about the other fellow, but they don’t 
think that way about our industry and our company”; and 
then, when polls were taken of this specific industry, or 
the specific company, the management in that industry, or 
that company, were flabbergasted to find that they were in 
exactly the same boat as everybody else. 

When the head of a company becomes aware that his 
own employees, and the public in general, have exagger- 
ated ideas about his own company’s profits, and about 
who gets the money, his first reaction is one of indigna- 
tion. As the Financial Vice President of a particular 
company said to me one day, “Why, they’re crazy! Any- 
body who reads our financial statement would know better 
than that!” 

When I gently tried to remind him that few people 
can read a financial statement, he just didn’t believe me. 
To him a financial statement was as simple as a 4th grade 
reader. He assumed that it was equally simple to every- 
body else. It was his firm conviction that the misconcep- 
tion among the public and among the employees of his 
company with respect to his company’s profits was due 
solely to the unions, the new Deal, the college professors, 
the crackpots and the communists. 

I can hardly blame him for his point of view. After 
all, public-owned corporations publish financial statements 
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in which all of the basic financial facts covering their 
operations are clearly set forth. These statements are 
attested to by certified public accountants. They are rec- 
ognized by the Internal Revenue Department. Shouldn’t 
that be enough? The answer is, of course, that it isn’t 
enough. Published financial statements have not done the 
job which they are presumed to do. Without question 
they present the facts; but, unfortunately, they present 
them in such a form that nobody except a banker, an 
accountant, a controller, a statistician, or what we call a 
“financial man,” can understand them. As far as Joe 
Doakes is concerned, and for that matter the majority of 
employees and stockholders and the general public, they 
might as well be printed in Latin or in Greek. Notice that 
I include stockholders in the same category with employees 
and the general public. That’s exactly where they belong. 
The steel industry has about as many stockholders as it 
has employees. Standard Oil of Ohio has more stock- 
holders than it has employees. And most of these stock- 
holders don’t understand accounting terminology any more 
than do the employees. 

And that is only half of the story. What is still 
worse is the fact that many of the words used in financial 
reports have connotations which are most unfortunate; 
they tend to give readers an impression that is absolutely 
contrary to the facts. 

In going into detail on this subject before this group 
today, I decided that I may as well tell what amounts to 
a confession story. I am going to tell you what happened 
to me, some few years ago, not long after I had gone into 
the public relations business. I was concerned about the 
extent to which the public in general, and the employees 
of our clients, were getting false ideas about profits. I 
went to the president of one of our client companies, and 
I said to him: 


“The New Deal boys are sounding off about enormous profits 
of industry. The union men who are putting on an organizing 
campaign are up on soap boxes spouting about the tremendous 
profits in your industry and your company. These things 
aren’t true. Don’t you think it would be a good idea if you 
gave your employees the actual facts.” 

“Yes,” he said, “I certainly do. Suppose you go ahead 
and prepare something for our employee magazine that will 
explain to our employees how much money our company ac- 
tually makes. Take our last annual report and present it to 
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the employees in words that they can understand. You go up 
= see our controller. You can get all the facts you need from 

Well, I sat down to study the financial statement; and 
the more I studied it, the worse off I got. I couldn’t 
figure out what in Sam Hill it meant. It started off with 
a statement of Profit and Loss. That had me stopped 
right there. To my naive mind, a company either made 
a profit or it made a loss. How could it make a profit and 
loss at the same time? 

When I looked down at the bottom of the page, I found 
it had made a net profit. Well, I thought to myself, why 
doesn’t the company call the statement a Profit Statement? 
After puzzling over that for a while, I figured out that a 
company wouldn’t want to get out something called a Loss 
Statement, so, I said to myself, these industrial executives 
are always hedging. They call it Profit and Loss so they 
can go either way. 

Well—then I started down the list of items, and the first 
thing I ran into was something called “Cost of Sales.” 
This was an enormous amount of money. I never knew 
it cost the company more money to sell its goods than to 
manufacture its products; but there it was, in black and 
white—“Cost of Sales.” 

By that time I knew I was in way over my head, so I 
went up to talk to the controller of the company. 


“What do you mean by ‘Cost of Sales’?” I asked him. 

“Oh,” he said, “that is what it costs us to manufacture what we 
sell.” 

“Well,” I said, “why the deuce don’t you say so?” 

He shook his head severely. 

“It isn’t done that way,” he explained. “This is the way it is 


done.” 
Then I asked him about depreciation. He explained to me what 


depreciation meant. 
“Oh!” I said, “that means you set aside that much money, out 


of your year’s income, for that purpose?” 

“No,” he said, “we don’t actually set aside the money.” 

“But,” I said, “it says so, right here in your statement, that your 
depreciation amounts to so much. You subtract it. If you don’t set 


it aside, what do you do with it?” 
“Well,” he said, “that depends. It isn’t actually money and it 


isn’t really set aside. Of course some people pay it out in dividends, 
and then they go broke. Other people hoard it up and never use it to 
buy new equipment, and they go broke, too.” 

By that time I was about 100 miles under water. I said: 

“Do you mean, then, that this figure is just an amount put down 
on paper?” 
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“Oh,” he said, “I wouldn’t go so far as to say exactly that.” 
“Well,” I said, “if you don’t actually set aside the money, why do 
you deduct the amount?” 

“My God” he said, “that is tax-free income!” 


Well, I will pass over some other items such as “Bond 
Discount,” “Tax Refund Claim,” etc.—by that time I was 
completely dizzy. I might as well just have met the man 
from Mars. So we finally got to the phrase, “Operating 


Profit.” 

I said to the controller, “Here is one item that is called ‘Operating 
Profit,’ and here is another item, down below it, that is called ‘Net 
Profit.’ That’s confusing. If you told me that a company made an 
operating profit of a million dollars, it would mean profit to me. If 
you told me a company made a net profit of a million dollars, it 
would still mean profit to me. You have two different profit figures 


here in your statement.” 
So, of course, he explained to me what the difference was. 
I said, “Why do you call the first one profit when it isn’t a profit 


at all?” 
“Oh well,” he said, “that is the way it is done.” When I asked 
him why, he acted as if I had assailed the Constitution of the United 


States, or questioned the law of gravity. 
So finally we got down to the net profit figure. I said to him: 
“Well, at least I can understand this figure. This is the amount 
of money the company actually made. That is what the stockholders 


really get.” 
“Oh no,” he said, “the stockholders don’t get all that money—they 


get only a part of it.” 
“Do you mean to say,” I asked him, “that the stockholders don’t 


get all of the profit that a company makes?” 
“Certainly not,” he said. “Part of it is paid out in dividends, and 


the rest goes into the surplus account.” 

“Surplus account?” I echoed rather faintly. The fact is that 
I had taken a quick look at the balance sheet and had been complete- 
ly discouraged; and hadn’t even turned over the page beyond the 
balance sheet to find the surplus account. 

So this very patient controller explained to me, in words 
of one syllable, that part of the earnings of the company 
were paid out in dividends, and that part of them were re- 
invested in the company; which in technical terminology 
was known as “Added to Earned Surplus.” 

At that point I thought I had enough for one day, and 
I went back down to my office and began to look in the 
dictionary again. The first word I looked up was the word 
“profi on 

My dictionary defined “profit” as “the excess of returns 
over expenditure in a given transaction or a series of trans- 
actions.” Now, to my simple mind, the excess of returns 
over expenditure is something that is realized in cash. I 
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buy a jacknife for a dollar and sell it to a sucker for $1.25. 
My profit is 25 cents, and it is in the form of a coin in my 
pocket, along with some old nails and a few pieces of string. 


But the controller had just been explaining to me that 
about half of his company’s profit for the previous year had 
actually been spent for new plants, new machinery, and new 
equipment; so how could the profit figure, as reported, rep- 
resent an “excess of returns over expenditure”? 


I went back to him and asked him this question. 


“You just don’t understand,” he said. “That’s the way it is.” 
And that was when, to my amazement, I discovered that Uncle Sam 
doesn’t regard money spent out of earnings, for long-term investments, 
as expenditures. 

“But aren’t expenditures like that necessary?” I asked the con- 
troller. “Doesn’t a company have to plow back a lot of its earnings 
into improvements?” 

“Of course it does,” answered the controller. 

“Well,” I said, “in that case, regardless of how the Internal 
Revenue Department looks at it, why in the Sam Hill do you report all 
of your profit as ‘profit’? Why don’t you tell how much of the money 
you earned was paid out in dividends, and how much was reinvested 
in the business?” 

“Oh,” he said, “you’ll find all that in the surplus account.” 

There was that confounded word “Surplus” again. He 
told me once before to look at that page—and this time I 
really looked at it. I found that it was made up of Capital 
Surplus and Earned Surplus. I didn’t know what either 
one of those terms meant, so I looked up the word “Surplus” 
in the dictionary, and this is what I found: 


Surplus: that which remains when use or needs is satisfied; excess; 
overplus. 


That was when I realized why it was that the union 
agitators and the New Deal could really go to town. 

This company had a surplus, if I remember correctly, of 
some seven million dollars. That, according to the definition 
of the word, was what remained after use or need had been 
satisfied. It was excess or overplus. In that case it 
must be in cash. Oh boy! With that much money in the 
bank over and above what the company needed, why the 
Sam Hill shouldn’t it grant the wage increase demanded by 
the union, and grant it tomorrow morning? 

Well, then I went on to the balance sheet; and the more 
I studied the balance sheet, the less I understood it. In the 
first place, the very idea of a balance sheet didn’t make 
sense to me. It said the company’s assets were exactly 
equal to its liabilities. 
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When you say that a man’s liabilities are equal to his 
assets, you mean that he’s broke; he isn’t worth a nickel. 
But you know that isn’t true about a company—the com- 
pany itself says it has a surplus over and above its needs. 
What’s the company trying to do—cover up? Misrepresent? 
Confuse people, so that they won’t know the real facts? 

What’s more, the balance sheet was full of phrases that 
might well have been written in Greek, such as “Lower 
of Cost or Market,” “Unconsolidated Subsidiary,” Sinking 
Fund Requirements,” etc. 

I asked the controller just how they arrived at all the 
figures on the balance sheet. The deeper I dug in, the less 
satisfied I was. I finally asked him this flat question. I 
said: 

“Isn’t a balance sheet, after all, merely an accountant’s method of 
trying to present a picture? Aren’t the actual dollar amounts, with 
respect to many of the balance sheet items, merely estimates on the 
basis of best judgment? Isn’t it true that the actual dollars stated do 
not, as to many items, represent real dollars at all, but dollar figures 
are used simply because dollars are the only common denominator for 
measuring values?” 


When forced to the wall, the controller admitted that 
many of the items on the balance sheet were in fact esti- 
mates. I was tempted to ask the controller why, in that 
case, they didn’t use round figures, instead of having every 
item come out with a certain number of cents. But I had 
already caused that poor man enough headaches, so I didn’t 
go that far. 

I did ask him why it was necessary to show a balance 
sheet that balanced. I told him that, according to my kinder- 
garten ideas, a balance sheet was supposed to show how 
much a company was worth; and to do this, it would be 
necessary to subtract the company’s liabilities from its 
assets, and come out with a remainder. 

“Oh,” he said, “of course it could be done that way; but it isn’t 
done that way. You must remember that financial reports must con- 
form to tradition and practice. There must be a standard method 
of handling these things, because otherwise there will be no common 
basis of comparison.” ° 

That stopped me cold for a while. But I wasn’t content. 
I asked a lawyer friend of mine, who, incidentally, was also 
the vice-president of a very large industrial company, why 
financial reports always had to be done according to Hoyle. 
His answer was, ‘You forget the reason for which the finan- 
cial report, in its present form, was originated. It was in- 
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vented by corporation lawyers, back in the ’80s, for th 
purpose of concealing from the stockholders the true sta 
of affairs within the company.” 

Now, no matter how facetious you may consider that 
remark, I think you must admit that the financial report, 
as now constituted, has accomplished exactly that result. 

As the years have gone by, stock ownership has spread 
wider and wider, until today the great majority of stock- 
holders are those who own only a few shares of stock. Cer- 
tailny, the widow McGuire, who has ten shares, or the fore- 
man who owns twenty, cannot possibly be expected to make 
head or tail out of the company’s annual report as now 
presented. 

But to get back to the problem I was up against. Re- 
member, I was told by the president of this company, “Take 
our financial report, talk to the controller, and translate 
the report into terms that the employees can understand.” 

I will not bore you today with what actually happened. 
Needless to say, this led us into an involved and tedious 
process that has been continuing over a period of years. 
The same situation has happened with respect to hundreds 
of corporations all over the country. There have been many 
and varied attempts at translating the annual report in such 
a way that the employees and the general public can under- 
stand it. 

I would like to tell you, however, what eventuated in 
the case of the particular company which I have been dis- 
cussing. There was finally worked out a report to em- 
ployees that tried to tell the facts in terms that they could 
understand. When the president of the company looked 
over this report, he said, “I rather suspect that most of 
our stockholders have never understood our formal report; 
so let’s send the employee report also to the stockholders.” 

The next step you have no doubt anticipated. The next 
step is the development of a common report that will go 
both to the employees and stockholders. That is now on 
the agenda for this corporation with respect to its report 
for 1947. I might add, incidentally, that on my calendar 
is the date of August 15, as the date upon which this com- 
bination report should be first taken up and discussed—in 
the hope that by March or April of 1948 there may be a 
meeting of the minds between the controller’s office, the 
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public accountants, public relations counsel, and the presi- 
dent of the company, as to just how the financial record 
of the company for 1947 will be set forth in this joint 
report. 

Of course, if a company is not bound by past pre- 
cedent, the problem is fairly simple. Take the case, for 
instance, of a company which is not publicly owned. Such 
a company is not compelled to issue any report at all. But 
nevertheless some companies, not publicly owned, are issu- 
ing financial reports to their employees because they con- 
sider it good employee relations as well as good public 
relations. 

In this connection I certainly hope that in formal re- 
ports some method can be devised whereby the item of Net 
Profit can be broken down into its component parts: name- 
ly, dividends paid out, and money reinvested into the busi- 
ness. This method of reporting makes it possible to show 
what the company’s stockholders actually took out in di- 
vidends, and to show the portion of the company’s earnings 
that was reinvested in the company on behalf of the best 
interests of both the stockholders and the employees. 

But, to my mind, the number one objective in changing 
financial report terminology should be to get rid of the 
word “Surplus”. 

The Standard Oil Company of Ohio has done this job in 
its 1946 Annual Report. I asked Mr. Hugh Patch, the 
controller of the Standard Oil Company, to give me an 
accountant’s explanation as to the deviation from standard 
procedure made in the lower right-hand half of the balance 
sheet and the table which takes the place of what formerly 
was the Surplus Account. Here is what Mr. Patch gave 
me, to read to you today: 


It is my belief that forward-looking corporations are coming to 
the realization that many of the terms used in our formal financial 
statements submitted heretofore to our stockholders, are unintelligible 
and meaningless to many of our employees, stockholders, and others 
who might otherwise be interested in reading our reports. In order to 
partially overcome this condition we decided to make a start at re- 
vision of some of the more commonly misunderstood terms. 

Our first step was to change the name of Consolidated Balance 
Sheet to Consolidated Statement of Financial Position. It is, of course, 
elementary to controllers and public accountants that the balance 
sheet is based on the equation of assets equals liabilities plus capital, 
or stated in another way, assets minus liabilities equals capital or 
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the stockholders’ interest. From the standpoint of terms, surveys of 
public opinion indicate that probably more confusion and misunder- 
standing has centrered around the term “Surplus” and particularly the 
different kinds of surplus as shown by a balance sheet than any other 
terms in the financial statements. Accordingly, we felt that this was 
a good place to start our revision. 

I believe even accountants will agree that it is not always clear 
as to just what is contained in “Paid-In Surplus” and “ Earned Sur- 
plus,” particularly over a period of years, without showing a detailed 
analysis of these items. It was believed that if these two terms could 
be eliminated and the different kinds of surplus more properly named 
as to their content, a step in the right direction would have been 
made. It was finally decided to gave the Capital Surplus the term 
as shown in our statement, of “Capital In Excess Of Par Value Of 
Capital Stock Issued.” The term “Earned Surplus” was changed to 
“Net Income Employed In The Business”; analyses being shown, of 
course, of both of these items. 

After further consideration, it was finally decided to show the 
third element in our equation of capital in a separate statement. This 
includes the capital stock outstanding and values attached thereto, 
along with the former surplus accounts in order to state fully and 
completely our stockholders’ interest. It seems to us that the advan- 
tage of this presentation is that it shows the deail of our capial stocks 
represented by their shares and par value and the surpluses applicable 
thereto in one statement. After giving effect to the shares of common 
stock held in the Treasury, it then becomes a simple matter to de- 
termine the book value of the common stock. 

By showing the stockholders’ interest on one line in the balance 
sheet, this completes our balance sheet equation of assets equalling 
liabilities plus stockholders’ interest. 


Standard Oil of Ohio is by no means the only large cor- 
poration that is trying to work out new financial state- 
ment terminology. In fact I have been told by a controller 
who has been studying this subject that in their 1946 re- 
ports at least 70 major companies have done some experi- 
menting along this line. 


But if this thing is just going to go haywire, no one is 
going to get anywhere. As I was told not so long ago, by 
a CPA whose judgment I greatly respect: 


Terminology in financial accounting must be fixed and universal. 
It must mean to the accounting profession exactly what Latin terms 
mean in botany or in medicine. There can be no such thing as accurate 
reporting unless the terms used are standard terms which mean the 
same thing to all people. Any other course leads to chaos. 

I agree completely with that statement; and I think it 
is unfortunate that the accounting profession has not taken 
the lead in changing its own terminology. By failing to do 
so, it has led large numbers of companies, who have realized 
the need for new terminology, to “ride off rapidly,” as the 
old story goes, in all directions. 
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Unless accounting terminology is going to wind up in 
the madhouse, it would seem to me imperative that public 
accountants, bankers, controllers, and public relations men 
get together on the study of this whole problem of the Se- 
mantics of Financial Reports, and arrive at a new termin- 
ology, more in line with public understanding, which they 
jointly recommend for universal use. 

What we need is a new vocabulary of financial terms. 
We need words that will mean the same thing to the CPA, 
the truck driver, the steel worker, and the controller. We 
need words that will tell the same story to the auto-worker’s 
wife and the Internal Revenue Department. We need 
words that no union organizer, no political pleader, no pro- 
phet of new economic panacea, can distort or misuse. That 
is why semantics is today of such vital consideration in 
connection with annual reports. 

In conclusion, gentlemen, I must emphasize that this 
problem is in your hands. No lasting progress can be made 
without your assent and direction. For generations you 
have thought that your world was one of figures. But man- 
kind does not behave statistically. Mankind reacts to 
emotions, and emotions are stirred by words, and the right 
figures will mean nothing if they are tied to words that 
people misunderstand. 2 

Those of us engaged in trying to tell the facts to em- 
ployees, stockholders, and the general public, desperately 
need your help. We are not asking you to forsake the 
faith of your forefathers. We are asking you to help us 
spread your gospel. Please, Mr. Accountant and Mr. Con- 
troller, can’t you figure out words that will mean to every- 
body what they mean to you? 
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Taxation 
By C. K. MacGillvray, C.A. 


When your Chairman asked me to address you this eve- 
ning, he chose the subject of “Taxation”. This used to 
be considered a dull topic but we have become increasingly 
interested in it in recent years because now it is very near 
and dear to our pocketbooks. When I began to review the 
wide field of taxation and all the types of taxes which are 
levied to-day it became evident that, within the allotted 
time, I could not deal adequately with very many of them, 
and so I have decided to treat the subject in a general way, 
with particular reference to taxes based on income. 


The early history of taxes is cloudy, but taxation is 
probably as old as civilization. It was only about 12,000 
years ago that neolithic man began to engage in a simple 
agriculture, domesticate animals and cook his food. About 
this time our ancestors began to live in family groups and 
tribes. Shortly after, it is likely that the very first taxes 
were paid. Each man or family occasionally would be ask- 
ed to contribute a few supplies, weapons, or services for the 
common good of the tribe, to meet some very simple pur- 
pose such as war, defense or placating the evil spirits. 
Actually we have no records of dates nor reliable historical 
data until 800 B.C. but the early records show that some 
simple forms of taxation existed at that time. A fact 
which is particularly noteworthy is that the capacity of the 
individual to pay was taken into account in some of the 
early taxes of which we have record, although the principle 
was applied only to a slight degree which to-day we would 
consider very unsatisfactory. The early origin of income 
taxes appears in levies which were made on peasants or 
shepherds and were based on the values of their crops or 
herds. For instance, in ancient Egypt, the king received 
one-fifth of the produce of the lands. This type of tax was 
very simple but bore some relation to the subject’s net 
income. 


The early history of Greece tells of certain public re- 
venues arising from large tributes levied on conquered 
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countries and ransoms exacted for the return of captives, 
supplemented by customs charges, tools, fees for state pro- 
tection, court fees and fines. There was also a form of 
graduated income and property tax. A rich citizen in 
addition to the foregoing, might be made liable for a further 
burden such as the equipping of a ship for war, or the pro- 
duction of a play for the public theatre. In Rome, taxa- 
tion was surprisingly well organized. There were taxes 
on lands, houses, animals, successions, imports, exports, 
market sales and other things, and included in their plan 
was a form of tax on income. After the decline of the 
Roman Empire, the system of taxation fell into confusion. 
At this time the European countries were obtaining their 
revenue from wherever they could find it, usually in the 
form of crop levies, land rents, money in lieu of military 
service, fines, free gifts of the compulsory kind, sale of 
privileges, etc. In search of revenues, their rulers or gov 
ernments tried out many new types of taxes. You, gentle- 
men, would be particularly interested in knowing the origin 
of the legal stamp tax. In 1624 the Dutch government was 
hard pressed for income and offered a reward to anyone 
who could devise a new source of taxation. The legal 
stamp tax was the result and in its original form was a 
stamp levy on each sheet of a legal document. So you see 
that as the poor taxpayer became tax conscious, he would 
promptly be struck on the head with another tax. 


In early England, we find assessments called ship money 
and hearth money and other primitive types, together with 
crop levies, land taxes, and various forms of extortion. The 
rates for the farm levies were usually one-tenth of the crop 
or herd within the demesne, and one-fifteenth in outside 
counties. Eventually serious abuses by the king resulted 
in the passing of a statute in 1340 requiring parliamentary 
consent for all direct taxes. As the impact of taxes grew, 
people began to think about taxation very seriously and to 
write about it. The idea of developing taxation along more 
scientific lines slowly formed and was crystallized for the 
scholars in the year 1776 (only 172 years ago), when there 
appeared Adam Smith’s well-known book “Wealth of 
Nations”. In this important work he laid down several 
fundamental precepts for taxation. Of course we have 
gone much further in our comprehension of the incidence 
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and effect of taxation nowadays but the precepts of Adam 
Smith are still basically important. In those early days, 
taxes were levied on the rich and on the poor fairly evenly, 
and created an almost intolerable burden on those with 
small incomes; but soon it became evident that taxation 
should take into account more fully the ability to pay and 
the greater degree of state benefits enjoyed by those with 
more assets to protect or higher incomes to safeguard. 
This understanding brought into being such taxes as those 
on incomes, inheritances and luxuries. 

In England, taxes levied directly on income first made 
their appearance in 1798 and 1799 to help pay for the 
current Napoleonic wars. It is interesting to note that the 
English tax was first enacted as a war measure only, and 
the same is true of our Canadian Income War Tax Act 
which came into being during the First Great War. How- 
ever, it became apparent in England that it was a realistic 
and scientific tax and only a little more than 100 years ago 
it became firmly established in the government’s revenue 
plan; and as time went on, the methods of assessment and 
collection improved. It brought in such large revenues 
that the government could not afford to forego it. 

Time does not permit me to describe in greater detail 
the interesting evolution of England’s system of taxation 
on which much of our early Canadian system was modelled. 
Also I will skip over our first Canadian history which tells 
of the unsatisfactory state of taxation in Upper and Lower 
Canada and the solution of some of their problems at Con- 
federation by the passing of the British North America Act 
in the year 1867 and the defining of the rights of taxation 
as between the Dominion and the Provinces. A little later 
I will say more about the changes in our Canadian taxation 
in recent years, referring especially to our taxes on income. 

Let us stop for a moment to consider just what Taxa- 
tion is. Here is one definition: “A compulsory contribution 
of wealth from a person or body of persons to defray the 
costs of benefits provided by the State”. This definition 
leans to what is called the “Benefit Theory” of Taxation, 
according to which each citizen would be asked to pay for 
the approximate cost of the benefits he receives. There is 
a concept in which the guiding principle is the deriving 
of the money from the simplest and most direct sources; a 
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concept which lays stress on the economic results obtained 
from certain levies; and another which seeks the revenue 
from sources which will produce the minimum of public 
complaint; and there may be a combination of these plans. 
Whatever principle may have been followed, the burden al- 
ways has seemed too heavy and there is much truth in 
Benjamin Franklin’s remark that only two things in life 
are certain—death and taxes—and many poor mortals have 
wished that they would come in that order. 

Taxation is closely related to economics and public 
finance, and we should remember that all three are inexact 
sciences which we are only beginning to understand, and 
vast avenues of the unknown and unpredictable open up 
before us as we try to find the right road to our destina- 
tion. Really it has been only in the last 300 years that we 
have begun to comprehend the simple fundamentals of these 
three sciences and we have not adequate experience behind 
us to provide the necessary precedents and guidance. The 
application of taxation is made largely on estimates and 
guesses of very indefinite things such as future govern- 
ment expenditure, the current national income, the volume 
of international trade, the effect of trade pacts, the temper 
of the public, the psychological effect of certain taxes on 
buying or incentives to produce, etc. We do not know very 
surely what any plan will produce in money or effect. 
Moreover since the plans are made by different taxing 
authorities, they are not uniform in their approach to the 
whole problem and often follow different schools of thought. 
Add to that the facts that our governments are changing 
continually and altering the tax plan for political expedi- 
ency and for only short-term considerations, and it is ob- 
vious that our present general system of public finance and 
taxation is a very chaotic affair. 

A little earlier, I used the word “scientific” in referring 
to taxation. Just what is a scientific tax? I suggest that 
a completely scientific tax should be based upon the follow. 
ing considerations: 

Fair distribution of the burden; 

Certainty in determination of the amount; 

Convenience of payments to the taxpayer; 

Adjustability to economic changes, and to the govern- 

ment’s need; 
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Avoidance of undesirable trade consequences ; 

Economy of collection; and 

Avoidance of concealment so that each taxpayer may 

determine the effect on his standard of living. 

The present taxes which come most closely to meeting 
these requirements are income taxes and succession duties 
and perhaps imposts on luxuries. The income tax should 
be more readily available in cash and stays where applied, 
not being so easily shifted on to some other taxpayer. The 
succession duties usually work no real hardship on anyone, 
assist in correcting an uneven distribution of wealth, and 
make an excellent complement of levies on income. As 
for luxuries, it is difficult to say just what falls in this 
class. Are tobacco and motor cars luxuries? 

The idea of levying a single tax has been propounded 
by a number of students of public finance in the past. 
Usually such a tax is suggested as applying to incomes only, 
and it has been recommended that inheritances be included 
by treating them as income of each beneficiary when re- 
ceived. As early as 1707 the possibility of levying a single 
tax was considered in France. A German tax official by 
the name of Sparre, also propounded such a tax to take 
the place of all indirect taxes, with the result that this 
single tax was introduced for a short term in the city of 
Brandenburg, Germany. The advocates of the single tax 
theory claim for it most of the scientific bases just describ- 
ed. The chief of these are its simplicity, economy of col- 
lection, and fair distribution of the burden. They claim 
that it would short circuit many other taxes of indefinite 
amounts which eventually have to be paid out of income 
anyhow. Moreover it would make the public extremely 
tax conscious and would throw the spotlight on the exact 
cost of government for each taxpayer so that he would be 
much more alive to and vocal about government expen- 
ditures. 

Unfortunately we are not yet ready for such a simple 
form of taxation. One of the present disadvantages of 
this plan is the effect on incentive to work, and this was 
made clear during the recent war when taxes on income 
were so high that workers, after a certain income had been 
reached, found that the tax reduced their net retainable in- 
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come on additional earnings to such a low figure that it did 
not seem worth their while to earn any more. This atti- 
tude was psychological and the result of a lack of under- 
standing of the effects of taxes, for if the tax had not been 
levied on those individuals in the form of a tax on income 
it would have been levied in some indirect way and would 
have left them practically no more after their general 
living expenses. 

Very high rates of taxes based on incomes can also have 
the effect indicated by the following hypothetical story 
which is a Canadian adaptation of an item recently pub- 
lished in The Reader’s Digest: 

Several years ago when income tax rates were at their 
highest, a salesman whose earnings were in the neighbour- 
hood of $3,000.00 per year had undergone a simple opera- 
tion, which altogether with examinations and visits had 
taken about one day of the surgeon’s time. When having 
his final check-up he inquired about the surgeon’s fee. 
“Well,” said the doctor, “the standard fee is $100.00.” The 
salesman said, “Doctor, as far as I am concerned the fee 
is quite satisfactory and I will pay it, but I am just curious 
to know how much of the $100.00 you will be able to re- 
tain”. The surgeon replied that only $30.00 of the fee 
would be left to him after his income tax; and then the 
surgeon inquired how long the salesman would need to 
work to earn enough money to be able to retain $100.00 
to pay his bill. When they figured this out they found 
that the answer was a total period of 22 days. “Look 
here,” said the surgeon, “Suppose we just forget these 
monetary matters and perhaps at Christmas time you will 
be good enough to send me half a dozen bottles of Scotch”. 
Now I am not suggesting that the surgeon was thinking 
specifically of tax evasion but rather of the incongruity of 
the fact that the salesman had to work 22 days to recom- 
pense the surgeon for about one day’s work. Nevertheless 
it is a fact that it is very difficult for the tax authorities to 
catch all cases of improper tax avoidance whether inten- 
tional or unintentional; and certain classes of taxpayers, 
such as merchants, are in a better position than other tax- 
payers, such as wage earners, to conceal income or to 
minimize the effect of the tax on income. 

A single tax on income would necessitate a better ability 
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to estimate in advance the national income than we possess 
at present and it would require the allotment of part of the 
tax to the various municipalities and provinces in a ratio 
which might result in controversies. Our provinces are 
guarding their present tax rights very zealously. Alto- 
gether the arguments for a single tax do not appear to be 
practical enough for the present state of our economy and 
social development. 

The alternative, a multiple tax plan, is the one we have 
been following. Besides direct taxes it includes a whole 
series of indirect taxes which fall with uneven burden on 
many different classes of people so that no one is able to 
tell us just how much tax any citizen really bears. The 
system has slowly evolved as a result of trial and error; 
and in some aspects it is reasonable and in others it does 
not make very good sense. 

Sometimes I think in similes and in one of them I liken 
our taxation scheme to a truck which is being driven across 
country, stopping at different towns along the way to pick 
up or deliver cargo and sometimes to change drivers. A 
large part of the load is put in the body of the truck where 
it should go, but some of the parcels are slung under the 
running board or tucked under the hood where they don’t 
show, and some are tied on top of the hood and the cab 
where the wind resistance and vibration interfere with the 
driving. Of course the load is growing all the time and 
different drivers have different ideas about where the 
weight should be placed, so they re-arrange the packages 
by listening to the creaks and groans from the loaded truck. 
No one knows how heavy a load the axles or other parts 
will bear and each driver has many a worry when the road 
becomes a little rough. He doesn’t even know his destina- 
tion or the best road but he hopes everything will be all 
right if he just keeps going. Some day I hope one driver 
will determine where he should be going and then pull in 
at a good garage for a complete check-up and to find out 
just what his truck will carry. Then he will repack his 
cargo in a scientific manner and set out again with a clearly 
marked road map. Let us hope that this happens before 
the truck breaks down. 

Fortunately we are learning more about taxes all the 
time. Only one hundred and fifty years ago most of our 


94 














TAXATION 


taxation was indirect and spread more evenly over the 
population than would be tolerated at the present time. 
The rich paid a little more than the poor but the propor- 
tions to their respective incomes or assets were very un- 
equal. We have progressed greatly by allotting the burden 
partly on the basis of benefits gained by each taxpayer, and 
partly on his capacity to pay, and there is nothing incom- 
patible in these two ideas. 

As our knowledge of government finance improves, we 
are understanding more clearly the results of levying cer- 
tain taxes. For example, during the First Great War the 
Dominion Government increased the sales tax with the re- 
sult that the cost of many lines of merchandise was increas- 
ed by the amount of the sales tax or more. This caused a 
substantial rise in the cost of living) and helped to fan the 
fires of inflation. In the Last Great War it is noteworthy 
that the federal finance officials refrained from falling into 
this error again. 

In recent years, governments have commenced to use 
taxes not simply as a means to meet government expen- 
diture, but also as a means to achieve an economic effect. 
You will remember that during the last war, taxes on 
tobacco, liquor and luxuries helped to reduce the demand for 
such merchandise, and to free labour and supplies for a 
more productive war effort; and also that the taxes on im- 
ports announced in November 1947 were aimed at improv- 
ing Canada’s foreign exchange and external trade situa- 
tions. Other examples are accelerated depreciation allow- 
ances off taxable income, and the freeing of mining enter- 
prises from part or all of certain taxes for a specified time. 
Such allowances really represent concealed indirect sub- 
sidies of indefinite amounts. Sometimes they benefit indi- 
vidual parties more than was anticipated, and sometimes 
they prove inadequate. It would be much better if re- 
venues were collected in full and the cost of special incen- 
tives or relief paid out in definite amounts so that the pub- 
lic would know their real costs. Another trouble with this 
type of taxation is that it is meant for the general good of 
everyone, but has a very adverse effect on specific groups— 
for example in the case of the taxes of last November, im- 
porters or dealers in new motor cars. Nevertheless the 
need is now very obvious of knowing the economic effects 
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of levying the various taxes. To the extent that this con- 
sideration does not violate the other sound principles of 
taxation, it seems desirable to use taxes for purposes of 
effect in a multiple tax plan, if the results cannot be at- 
tained satisfactorily any other way. 

During the last war our tax officials in Ottawa showed 
real appreciation that one of the fairest, most flexible, and 
most productive of taxes was the income tax. Including 
the Excess Profits Tax it was called upon to raise tremen- 
dous government revenues and to siphon off excess pur- 
chasing power. This direct tax is one of the bulwarks of 
the Canadian government’s income, and together with the 
Excess Profits Tax, produced 57% of federal tax revenue 
for the financial year ended March 31, 1947. 

While time will not permit me to discuss in any detail 
the various other forms of taxes levied by our Dominion, 
Provincial and Municipal authorities, I would like to take 
a few minutes to review the Dominion income tax situa- 
tion very briefly. 

The Canadian Income War Tax Act was first enacted 
in 1917 as a war-time measure and has been with us ever 
since, growing to proportions almost undreamed of at that 
time. During the First Great War it was augmented by 
the Business Profits Tax and during the recent war it was 
very substantially supplemented by the Excess Profits Tax 
Act, which in effect put a ceiling on profits, so that all in- 
come of a business above a certain figure was subject to 
very high rates of tax, in fact 100% in several years. To 
minimize the impact of the high war-time rates, part of the 
tax was declared to be refundable to the taxpayers at a 
later date. The refundable element and Excess Profits 
Taxes have since been eliminated. Our only taxes en. in- 
come at the present time are the taxes levied by the Domin- 
ion authorities, and the taxes levied by the Provincial 
authorities on corporate income. In the last 8 years the 
rapid rise in the rates of tax collected have accentuated 
the study of better ways and means for levying and collect- 
ing income tax, and a number of radical improvements 
have been made such as the making of wage deductions 
on tax account at the source, the payment of tax by instal- 
ments as we go, the announcing of tax rates in advance of 
the year to which they apply, the development of simpler 
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types of tax forms, the tax accord of the Dominion with 
provinces during the war and with seven of the provinces 
since the war, the employment of more and highly quali- 
fied income tax assessors, and recently the decision to make 
many departmental directives available to lawyers, charter- 
ed accountants, and others in a public consultant capacity. 

The original Income War Tax Act has been amended by 
no less than 38 different acts of Parliament, each of which 
has added, substituted, or altered a large number of the 
statutory provisions which it first contained. Also the 
effect of the Act has been substantially altered in scope and 
interpretation by numerous departmental regulations, 
orders in council, legal decisions, reciprocal treaties and in- 
ternational conventions. This situation had developed to 
such a confusing degree that it was almost impossible for 
the layman to find his way through the Act and changes 
therein, and even the most skillful sometimes became bog- 
ged down. Eventually it was decided that this situation 
must be cleared up and an entirely new tax act was drawn 
up and submitted last July to the House of Commons by 
the Hon. Douglas Abbott, Miniser of Finance. In this new 
Act, the existing sections of the old act were rearranged 
in more logical order, and the law was re-stated more clear- 
ly. There is a broader attitude toward allowable business 
expenses. In the old Act there were dozens of instances 
where the Minister of National Revenue could exercise his 
discretion for or against the taxpayer, but this was subject 
to so much criticism that the government has completely 
reversed its policy. Instead of ministerial discretion in a 
doubtful case, the decision will rest upon what is consider- 
ed reasonable and the taxpayer will have the right to appeal 
any assessment to the new Income Tax Appeal Board. This 
is an experiment and it remains to be seen whether or not 
it will work out satisfactorily, but even if it does not, we 
will have learned something for future use. Another in- 
novation in the new bill is that it provides that income from 
a business or property shall be determined in accordance 
with generally accepted accounting principles. Unfor- 
tunately, even trained and experienced accountants cannot 
always agree on controversial cases—although in this re- 
spect they are better than lawyers in a courtroom! Be- 
cause of lack of time I shall not attempt to go into all the 
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proposed changes in the new act but one fact is very note- 
worthy, namely, that after it has been introduced into the 
House, copies of it were sent to lawyers, public account- 
ants, and other business men who were in a position to offer 
constructive comment. Criticism was invited by Mr. 
Abbott and any points submitted which are considered im- 
portant by the government may be introduced before the 
act is given its final reading. This commendable govern- 
ment action should produce worthwhile suggestions and a 
better public acceptance of the new statute when it finally 
becomes law. 


Many experts consider that there are a number of as- 
pects in which the new income tax proposals are lacking. 
For instance, it is still possible for a person to become a 
millionnaire without paying a cent of income tax in so 
doing. This is by reason of the fact that capital gains in 
Canada are not taxed and the situation does not appear 
very satisfactory to the wage earner who sees others 
profiting tax-free, in a way which he is unable todo. More- 
over, the new Act still leaves in a vague way and subject 
to interpretation the distinction between capital gains and 
taxable profits. Those of us who are husbands and fathers 
feel that the exemptions are inadequate for what we con- 
tribute in building up the state and perpetuating the race. 
The new act allows depreciation as a deduction from profits 
but no recognition is yet given to the factor of obsolescence 
which in many cases is as important to the taxpayer as de- 
preciation. Nothing has been done in it to relieve the 
double tax on corporate profits. By double tax I mean the 
tax on the company’s profits which are subject to a second 
tax when distributed to the shareholders in the form of 
dividends. Let me give you an example of how this works. 
In Ontario, companies pay a Dominion Income Tax of 30% 
and a Provincial Income Tax of 7%, so that a company 
which makes a net profit of $100,000. before taxes on in- 
come, will have left only $63,000. after paying the taxes. 
Any dividends received by investors are considered as com- 
ing in their top income tax brackets, and also are subject 
to a surtax of 4% if over $1,800. per year. So it is fairly 
safe to say that dividends received by shareholders are 
taxed at an average rate of about 50%. This assumes that 
all the net profits are paid out in dividends. Therefore, 
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the shareholders of the company referred to would retain 
for their own use only $31,500. of the original $100,000. 
profit. This double taxation at the high rates existing to- 
day is definitely discouraging enterprise and hurting our 
economy. One harrassed citizen was goaded into putting his 
thoughts into rhyme like this: 

“Man wants but little here below, he’s willing to admit 

it, 
But if his taxes grow much more, he’s pretty sure to 
git it’. 

Many articles are being published just now about the 
proposed new act so I will not bore you by repeating many 
of the suggestions or criticisms which you may have seen 
already. Moreover that is all I have time to say about 
income taxes in particular. 

The other important type of direct tax which I have men- 
tioned is that on inheritances. It would require a very 
brave and able man to stand up here and try to tell you 
learned gentlemen anything about Succession Duty laws. 
Apart from the law however, I would like to make an 
observation about the rates. This is entirely my own 
opinion and I will not feel aggrieved if the majority of 
you gentlemen disagree with me. The combined Pro- 
vincial and Dominion Succession Duty rates are still fairly 
low and there seems to be some room for enlarging the 
levies if we proceed with the orderly reduction of indirect 
taxes. I say this in spite of the fact that the Dominion 
government increased its rates as of January 1, 1947 and 
that inflation has whittled away part of the real value of 
savings. The said duties bring in only about 1% of our 
federal tax revenue and less than 10% of our Ontario net 
ordinary revenue. The last collection figures I saw showed 
that federal succession duties took only 5% of the value 
of estates. This was in the 1945-6 year. I would think 
a present day overall rate would be about 20% for the 
Dominion and Provinces. Especially in Canada, where 
capital gains are not included in taxable income, does it 
appear that a larger tax is warranted on the capital of 
estates. This would help to prevent the accumulation of 
too much of the nation’s wealth in the hands of a com- 
parative few, and would increase the velocity of spending 
by the prosperous citizens. Indeed, it has been said that 
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there are two important agents causing the dissipation of 
large fortunes—taxes and offspring—and up to date, the 
latter has been the more efficient. This was made clear 
by the man who wrote the article and coined the phrase 
“Shirtsleeves to Shirtsleeves in Three Generations”. 

What else can we ask or hope for in the way of im- 
provements in our present general tax situation within the 
next few years? First of all we should expect all our tax- 
ing bodies to confer together amicably to co-ordinate the 
entire system, to take a long-sighted broad view point, and 
to study the tax structure as a whole. Then they should 
arrange to revise the whole tax system into a plan which 
will produce the necessary revenue clearly and equitably, 
without interfering any more than possible with the in- 
centive to work, save or invest, and which will maintain 
an even course of business activity and economic well 
being. It should follow the principle that taxes should 
be increased in times of prosperity but reduced in times 
of depression, which would have the effect of minimizing 
these two extremes. Furthermore in public finance, we 
should expect an increased expenditure of public funds 
when times are poor but a reduction when times are good. 
The possibility of evolving a simple capital gains tax should 
be studied carefully. The proposed tax conference should 
request expert advice, co-operation and criticism. When 
the new overall plan is eventually adopted and enacted, 
the full reasons for it and recommendations for future 
policies should be passed on to any succeeding governments. 
Taxation policies should not be influenced by party politics, 
small vociferous self-seeking groups, or short-term con- 
siderations. Concealed subsidies allowed from revenue 
should be brought out into the open and paid as definite 
expenditure. There would be a great advantage in re- 
ducing the number of taxation authorities. Perhaps there 
could be a single collecting bureau even if certain revenues 
were passed out to subsidiary legislative bodies on a fair 
basis determined by careful study. 

Two other policies which should be carried out con- 
currently are: properly educating the people about taxes, 
and gradually reducing indirect taxes. In recent years the 
government has gone far in explaining its reasons for cer- 
tain taxation policies. However, it has still a long way to 
go in educating the public generally so that they will 
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understand fully the more important principles of taxation. 
This education of the public should be intensified and 
should proceed to the extent where it will remove the 
false psychology under which the public cries out against 
direct and evident taxes but accepts inertly the various 
forms of indirect and concealed taxes. At present John 
Public wants the government to reduce taxes, but increase 
expenditures—particularly in ways which benefit him per- 
sonally. He doesn’t seem to realize that if the government 
plays Santa Claus, he will be left holding the empty bag. 
This removal of indirect taxes is merely following a trend 
which was obvious during the last 150 years and which 
was interrupted only temporarily, I hope, by the last war. 
Taxes on commodities and indirect taxes effect the most 
hardships on the middle and working classes and frequently 
place the greatest burden where capacity to pay is the 
least. As this education of the public continues, the 
government should reduce or remove as many indirect taxes 
as possible and eliminate all nuisance taxes. There is a 
long way to go in this direction as the federal government 
figures for its 1946-7 year reveal that 42% of its tax 
revenue came from indirect taxes. 

One of the most hopeful developments in recent years 
was the formation about two years ago of the Canadian 
Tax Foundation. With commendable foresight the taxa- 
tion committee of your own Canadian Bar Association 
together with the legislation committee of the Dominion 
Association of Chartered Accountants concluded that it 
would be of value to this country to establish a separate 
aggressive organization to undertake and promote the sys- 
tematic study of Canadian tax questions from the stand- 
points of improvement and general public interest. The 
Foundation is an independent institution which is under- 
taking to encourage study and research in the field of 
taxation and related economic problems and to make dis- 
interested and constructive recommendations regarding 
policy, legislation or administration which it thinks may 
be of general benefit. Naturally it will be non-political. 
The Foundation will maintain independent research fa- 
cilities and will endeavour to work with governments and 
to obtain their co-operation as far as possible. It invites 
membership and suggestions. Already it has made ex- 
cellent progress. The control of the Canadian Tax 
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Foundation and the direction of its policies are in the 
hands of a Board of Governors which is composed of 22 
members, one-half of whom are nominated by the President 
of the Canadian Bar Association and one-half by the Presi- 
dent of the Dominion Association of Chartered Account- 
ants. The governors serve without remuneration and hold 
office for one year. I am very pleased to think that the 
members of our two associations produced this public 
spirited and constructive undertaking. 

Now, gentlemen, because of the increasing knowledge 
of, and more intensive study of taxation nowadays, I 
think I can hold out great promise of improvements in the 
future. I am glad to note that the pace of the increase in 
our knowledge has been gaining as the years rolled by. 
If taxation has existed in the world for 12,000 years we 
should make much better progress in the next 12,000 than 
we have in the last—so let us fix our eyes upon ideals 
ahead of us and struggle to reach them soon. Scientists 
tell us that apart from the dangers of the atomic bomb, 
comets, and microbe warfare we have perhaps a million 
million years ahead of us before life may become extinct on 
our planet. Long before that time we should have reached 
the millennium as far as taxes are concerned. To-day you 
and I still grumble and complain when we pay our taxes. 
In conclusion, I should like to leave you with the hopeful 
thought that our children’s children may pay their taxes 
cheerfully, understanding fully that they have been scien- 
tifically designed and applied, and that their money will 
be spent for the greatest good of all. 
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Business Appraises the Public Accountant 
By Edward P. Klingenmeier, C.P.A. 


Last fall when the chairman of our program committee 
invited me to participate on this panel he stressed the point 
that what was expected and desired was a frank criticism 
of the ways in which public accountants and auditors con- 
duct themselves in their everyday contacts and relations 
with their clients and in representing those clients in mat- 
ters pertaining to taxes and other external affairs. So what 
I shall say in this paper might very well be entitled “Pet 
peeves pertaining to public practitioners”’. 

The invitation sounded very alluring, it was just like 

having someone hand me a bag of over-ripe tomatoes and 
saying “we'll stand up here, now see how many times you 
can hit us”. I couldn’t turn that down and I thought there 
wouldn’t be the slightest difficulty in pulling dozens of 
peeves out of the bag to throw at you. When I got to work- 
ing on it though there weren’t nearly so many honest-to- 
goodness, justified criticisms as I had anticipated. However, 
there was a surprising repetition of several of them from 
different business men and private accountants with whom 
I talked, and I shall try to pass along to you tonight those 
which seemed most general and most annoying and irritat- 
ing. 
“Good Lord! Are those auditors in again?” That ex- 
pression perhaps best exemplifies the attitude of the ac- 
counting personnel in many of your clients’ offices. Why? 
You ask? Well, I don’t think there is anything personal in 
that reaction. Possibly some of your staff men haven’t paid 
sufficient heed to the Lifebuoy ads or to those for Listerine 
or Kolynos toothpaste. But, I don’t think that accounts 
for the reaction. Neither do I believe it is accounted for, in 
most instances, by any apprehension or fear of what the 
auditor may find in the way of errors, omissions or other 
discrepancies. 

I think that probably in the great majority of cases the 
reaction is generated by a feeling of impending disruption 
of the more or less even tempo of the office routine. It is 
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a feeling somewhat akin to that you get when you look out 
of your window to see your mother-in-law stepping out of a 
taxi with enough luggage to hold her over for several weeks. 
You don’t dislike the dear lady, but you know darn well 
things aren’t going to be the same while she’s there. And 
so it is with your client’s office help—they know things 
aren’t going to be the same while you’re there. However, 
a little thought and consideration may go far toward al- 
leviating that feeling. 

If your client’s office is limited as to desk space (and 
show me one that isn’t) his accountants probably shudder 
at the thought of crowding over on one-quarter of the desk 
while the auditor spreads out reams of paper and stacks of 
ledgers and journals and camps on the other three-quarters 
for the duration. Such an arrangement isn’t exactly con- 
ducive to a spirit of friendliness and co-operation. What to 
do about it? Well, that should receive consideration when 
preliminary arrangements are being made. Obviously, it is 
the client’s responsibility to provide suitable accommoda- 
tions for your staff, but unless he knows in advance how 
many auditors are going to descend upon him he has no 
opportunity to make proper provisions for them. In making 
the preliminary arrangements the client should be consulted 
as to how many of your staff can be accommodated with his 
usual facilities and whether it is possible to provide addi- 
tional desk space if required. If it is agreed that the maxi- 
mum number which can be accommodated is, for example, 
three or four or five, don’t decide at the last minute to send 
out a couple of extra men just because they’re available for 
a day or two. Stay within the limit and things will go much 
more smoothly. 

There is another common peeve closely related to over- 
crowding your client’s desk space, and that is, the use of 
his mechanical office equipment such as adding machines, 
calculators and so forth. I don’t propose that you should 
provide your own equipment and have your men carry them 
along on each assignment, but I do believe that your use 
of the equipment of the client should be kept to an absolute 
minimum and should be arranged so as not to interfere with 
the regular routine of the accounting department. By way 
of illustration, if the client’s adding machine is regularly 
used early in the day for listing cash receipts it won’t help 
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matters for one of your staff to decide at that time to start 
running a tape of outstanding checks. With a little pre- 
liminary questioning you can undoubtedly ascertain what 
times of the day the equipment is regularly in use and your 
men should be instructed not to interfere at those times. 
It hardly seems necessary to add that at no time should any 
piece of equipment be appropriated to your prolonged use 
without the permission of the person or persons who will 
thus be deprived of its use, and of the head of the depart- 
ment. 

Would you like to have someone go through your work- 
ing papers, disarrange them, and mark them up unnecessar- 
ily with large and important looking red, blue, green and 
other vari-colored check marks? No? Well, it seems that’s 
what often happens to the client’s records when your crews 
get busy on them. It is recognized that as a general rule 
some kind of marking is necessary to indicate what has been 
checked or otherwise verified, but when the check marks 
are made so large and prominent that they assume more 
importance and attract the eye more than do the actual 
figures it’s time to call a halt. Check marks, when. neces- 
sary at all, should be as small and inconspicuous as possible 
and should be so placed as not to interfere in any way 
with figures already posted, nor with the space where sub- 
sequent postings are to be made. No less irritating to 
many of your client’s accountants is the careless attitude 
that some auditors take in handling the books and papers 
comprising the accounting system. Perhaps this is not so 
common a peeve as some of the others I mention, but in 
spite of what you may think to the contrary, there are some 
accountants who take pride in the neatness and orderliness 
of their records, and a little extra care on the part of your 
staff in maintaining that condition may go a long way to- 
ward creating a better feeling of friendliness and goodwill. 
Certainly no auditor can afford to overlook or ignore any 
opportunity to build up goodwill in the hearts and minds of 
his client’s staff. It might prove to be an interesting experi- 
ment in applied psychology the next time you run into one 
of these meticulous cousins to see what his reaction will 
be to a greater effort on your part to humor his virtue, or 
his idiosyncrasy, whichever way you look at it. 

Another common complaint of those with whom I have 
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discussed this subject was that some auditors seem to have 
very little appreciation of the fact that the accounting and 
office force of the client are obliged to keep up their regular 
work and duties while you are there. They complain that 
frequently during the day they are interrupted by the staff 
man with some more or less trivial question. One thing 
which will go far toward preventing this undesirable aggra- 
vation of the tempers of your client’s personnel, particular- 
ly those in the higher-up level, is to try to arrange for short 
question or discussion periods—a fixed time most convenient 
to the client, when the accumulated matters may be brought 
up and answered or explained. This will not only be less 
annoying to the company’s employees and officers, but in 
most instances will be more satisfactory for you as well. 

Another point much along the same line as the last, has 
to do with the continuing assignment to any audit of the 
same personnel, or at least the same supervisor or senior-in- 
charge, whenever that is possible. Sometimes conditions 
may arise which make this impossible or perhaps you’re a 
staunch advocate of the old theory that rotating assign- 
' ments tends to keep the staff men on their toes and also 
tends to prevent over-friendliness and excessive familiarity 
between auditors and auditees. But, consider the unhappy 
plight of the client’s staff which every year or two has to 
“break in” a new auditor on that particular accounting 
system. A senior or any other staff man who has been on 
an assignment for a few years will naturally get to know 
the ropes and will be able to avoid undesirable interruptions 
to your victims (excuse me, your clients) with repetitious 
questions, about their system and procedures: I don’t mean 
by this that there should be no changes in the crew assign- 
ed to any audit, but it is desirable to repeat enough men to 
form an experienced and informed nucleus. 

Some of those with whom I talked said they thought 
that auditors are inclined to make too numerous and detailed 
analyses and transcripts of the client’s accounts and records 
and they felt this was unnecessary waste of time and, of 
course, an unnecessary accumulation of per diem fees. 
That’s a tough one to answer and I won’t attempt to tell you 
what you should or should not include in your working 
papers insofar as excerpts or analyses or transcripts are 
concerned. Certainly that is as much a matter to be decided 
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according to your best professional judgment, or the exig- 
encies of the particular engagement, as is the question to 
what extent you will use test checks or to what degree you 
will rely on internal control. It is your duty and responsi- 
bility to make such examination as you deem proper and 
essential in order to pass upon the accuracy and reasonable- 
ness of the recording and reporting of the results of your 
client’s business transactions as they are reflected in the 
accounting records and the statements prepared therefrom. 
The only suggestion or advice I could possibly offer on this 
point is “Let your conscience and your professional in- 
tegrity be your guide”. 

I would like to offer as a final word a sort of parody 
on a well known and oft quoted quip—you can please some 
of your clients all of the time, and you can please all of your 
clients some of the time, but you don’t please all of your 
clients all of the time. To the extent that you measure up 
to the first two of those you will probably grow and prosper 
in your profession, but if you suddenly awaken to find you 
have been guilty of the last one and have lost the goodwill 
and esteem, as well as the business, of one of your clients 
as a result of what may seem to you trivial and inconsequen- 
tial frictions or, perhaps, even unwarranted gripes it will 
be too late to mend your fences: 

Your clients and their personnel are only human; they 
react favorably or unfavorably as you please or displease 
them. If you expect to continue to enjoy their favorable 
consideration you must not only sell them your services, but 
you must throw in, gratis, the very best that you can offer 
in the way of courteous and thoughtful consideration and 
co-operation. You are prohibited by ethical standards from 
advertising your services or soliciting business in the every- 
day commercial sense, but there certainly is no prohibition 
against your striving to make such a favorable impression 
upon your clients and others whom you meet professionally 
that they will always earry in their minds a thought some- 
thing like this “That fellow, John Blank, the C.P.A., seems 
to be a fine chap, he is not only a crackerjack accountant, 
but he goes out of his way to be pleasant, co-operative and 
unobtrusive when he’s on the job. He’s the man I would re- 
commend to my friends who need an auditor or tax account- 
ant”’. 
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TAX DEPARTMENT 


INCOME TAX DIRECTIVE NUMBER 124 


Issued by the Deputy Minister (Taxation) 
Department of National Revenue 
17th December, 1947 


ADMINISTRATION — PROVINCE OF ONTARIO, VACA- 
TION-WITH-PAY CREDITS 


TAX DEDUCTIONS—INDUSTRIES OTHER THAN THE 
CONSTRUCTION INDUSTRY 


The following regulation has been issued by the Industry and 
Labour Board in connection with the Ontario “Hours of Work and 
Vacations with Pay Act, 1944.” 

“In lieu of a vacation with pay an employer shall pay to an em- 
ployee, who has ceased to be employed by the employer, an amount 
equal to 2% of his total earnings for the period in respect of 
which he is entitled to a vacation with pay. 

The above regulation will apply only where an employee has 
been in the employ of the employer for upwards of three months, 
except in respect to; 

(a) employees working in the construction industry; 

d 


an 

(b) employees whose employment is discontinued by the em- 

ployer.” . 

The payment in lieu of vacation is made by way of vacation- 
with-pay stamps which are affixed to the employee’s vacation-with-pay 
stamp book when employment is terminated. Such stamps are cash- 
able at any provincial savings office or any branch of any chartered 
bank in Ontario upon presentation by the employee on or after 30th 
June following the date of receipt. If an employee dies, payment is 
made to the beneficiary immediately. 

It has been decided that vacation pay credits, which are estab- 
lished when the relative stamps are given to employees, will be treated 
as income of the period in which the credits are established. This 
treatment is the same as that authorized by Memo. 46 (1944-45) T, 
which will still apply to vacation pay credits received by employees 
in the Construction Industry. 

Employees must include the amount of stamps received in the 
total income which they report on their income tax returns, 

For tax deduction purposes an employer may treat the stamp 
settlement, 

1. As a bonus and deduct 15% in accordance with Item 9 on 
page 2 of the 1947 Revised Table of Income Tax Deductions, 
or 

. As a separate pay period in which case 

(a) if the settlement represents approximately one week’s 
wages, the employer should deduct in accordance with 
the weekly schedule. 

(b) If the settlement represents less than one week’s 
wages, the employer should determine the number of 
day’s wages represented, and should deduct in ac- 
cordance with the daily schedule. 
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Employers must report on Form T.4 the total wages paid, either 
in cash or by stamps, to each employee, and the total tax deducted 
from such payments during the year. 


INCOME TAX DIRECTIVE NUMBER 130 


Issued by the Deputy Minister (Taxation) 
Department of National Revenue 
7th January, 1948 


ASSESSMENTS—AUTOMOBILE EXPENSES OF 
COMMISSION AGENTS 


(Cancelling Memoranda No. 39-1940/41 and No. 68-1940-41 
as of 1st January, 1947) 


In dealing with the allowance of automobile expenses for income 
tax purposes, commission agents may be considered as being in one or 
other of the following groups: 

(1) Those who operate their own business. 

(2) Those who are employed. 

Commencing 1st January, 1947, a person in Group 1 operating his 
own automobile exclusively for business purposes will be allowed the 
total expenses incurred in operating such automobile if conclusive 
evidence by way of continuous records, supported by vouchers, is pro- 
duced in support of his claim. The expenses allowed will include de- 
preciation on his automobile at the rate of 20% per annum of the 
cost thereof, provided that depreciation will not be allowed upon the 
amount of cost in excess of $2,500.00. 

Where a person has failed to keep acceptable records an allow- 
ance, at the rate of 7c. per mile, (which will be deemed to include all 
automobile expenses including depreciation) will be made in respect 
of mileage required for the business done by him. In estimating such 
mileage regard should be had to the nature of the business, the extent 
of the territory covered and the number of times it was visited during 
the taxation year. 

In cases where the automobile is used for personal, as well as 
business, purposes and where an allowance is requested on an expense- 
incurred basis, only 25% of the expenses, including depreciation, will 
be allowed unless an affidavit is supplied, supported by factual evidence, 
to the effect that the automobile was used more than 25% for business 
purposes. If the affidavit and the supporting evidence satisfatcorily 
establish the claim, the amount of the expenses, including depreciation 
on the basis referred to above, incurred for business purposes will be 
allowed up to but not in excess of 75% of the total of expenses incur- 
red for both personal and business purposes. In no case, where the 
automobile is used both for personal and business purposes, will 
more than 75% of the total expenses, including depreciation be allowed. 

Persons in Group 2 may be employed either— 

(a) on a commission basis only, or 
(b) on a salary-plus-commission basis. 

Expenses not paid or payable by the employer will be allowed to 
persons in (a) or (b) on the appropriate basis as outlined above for 
persons in Group 1, except that in the case of those in (b) the allow- 
ance may not exceed the amount of commissions earned. 

All expenses incurred as the result of accidents to automobiles 
are to be disallowed. 
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Letters to the Editor 


The Editor, 
THE CANADIAN CHARTERED ACCOUNTANT, 
10 Adelaide St. East, Toronto, Ontario. 


Dear Sir: 
Please destroy the verses I sent you yesterday and use, if you are 
equal to it, the enclosed. 

If not wanted, destroy this edition also, or, to avoid so much 
destruction, send it to the Controller of Revenue, omitting compliments. 
Yours sincerely, 

G. E. F. Smrru, Sr., F.C.A. 


Hamilton, Ont. 


Suspension Suspended 


Don’t say the horrid forms I see 
Are creatures born of drink; 
For I can stop at just enough 
Whatever people think. 
And hunger’s not the reason why 
These forms in dreams appear; 
For I am rich and can afford 
Some butter twice a year. 


Such horrid forms besetted me 
Not many years ago, 

And though suspension eased my mind 
Recovery was slow. 

Now, CT, TP, CTR 
And forms from old Quebec 

Are driving me to go and get 
Suspended by the neck. 


* * * 


The Editor, 

THE CANADIAN CHARTERED ACCOUNTANT, 
10 Adelaide St. East., Toronto 1, Ont. 
Dear Sir: 

The article by Mr. George Moller, C.A., which appears in the 
December, 1947, issue of the magazine, entitled ‘““Certain Accounting 
Aspects of Provincial Corporations Taxation”, is both timely and in- 
formative. 

It should be pointed out, however, that misunderstanding may 
arise from the first sentence in the fourth paragraph, which reads as 
follows ;— 

“All provincial corporations income tax acts show the in- 
tention of avoidance of double taxation by giving credit to the 
taxpayer for provincial income tax paid to other provinces.” 

Although all the provinces do strive to avoid double taxation as 
between provinces, the method adopted by the agreeing provinces is 
different from that of Ontario and Quebec. The latter two provinces 
impose a tax on total taxable income and allow credits for taxes 
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imposed by other provinces, as indicated by Mr. Moller on Page 346. 

In an agreeing province, however, a tax is imposed only on the 
taxable income attributed to such province, in accordance with the 
rules of allocation of income which are common to all the acts of the 
agreeing provinces. Accordingly, the necessity of allowing credits for 
taxes paid in other provinces does not arise and there is no provision 
in the acts of the agreeing provinces therefor. 

Towards the end of the article it is stated— 

“... it can only be expected that no interest penalties will 
be exacted for failure to make instalment payments in the first 
months after the re-imposition of the provincial acts in the 
agreeing provinces”. 

While the circumstances mentioned in the article with regard to 
instalment payments might justify a hope for relief from interest 
penalties through provincial action, there is no provision in the tax 
acts of the agreeing provinces that would warrant an expectation 
of such relief. 

Yours very truly, 
E. F. O’Breren, C.A. 


Ottawa, Ont. 
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Book Reviews 


Developments in Cost Accounting, a report of the Cost 
Accounting Sub-Committee of the Taxation and Financial 
Relations Committee of the Institute of Chartered Account- 
ants in England and Wales. Published by Gee and Company 
(Publishers) Limited, London E. C. 2. 49 pages + and 
indexes. 


This sub-committee, composed of members appointed by 
the Institute and co-opted members representative of in- 
dustry, was appointed, under the following general time of 
reference, “to consider from the accounting point of view 
the question of cost accounting generally, including the in- 
troduction of greater uniformity in costing methods, and 
to report”. In his foreword, the President of the Institute 
emphasizes that this report is not a report of the Council of 
the Institute and does not necessarily wholly bear its recom- 
mendation, but it feels that all concerned should have the 
benefit of the valuable work of the sub-committee. The 
purpose of the report is to direct attention to certain general 
principles on which sound costing should be based, having in 
mind, particularly, some of the respects in which it con- 
siders cost accounting has proved inadequate or inefficient. 
In a short statement of the conclusions reached, it is stated, 
amongst others, that the cost and financial accounting 
records should be integrated and complementary, two parts 
of one whole, and the chief accounting executive of any 
organization contribute to the common end; and further, 
the most advanced method of cost control—and also the 
most economical in operation—is that of standard costing 
linked with flexible budgeting of costs incurred in the 
operation of each individual process. 

A tremendous amount of work and thought must have 
been put into the preparation of this report. It is another 
evidence of the substance of the voluntary effort being 
made throughout the world by public accountants to place 
their collective knowledge and experience at the disposal of 
their associates and of industry. We congratulate the In- 
stitute of Chartered Accountants in England and Wales on 
the completion of another fine public-spirited contribution. 


Canadian Income Tax Law, second edition by Herbert A. 
W. Plaxton, B.A., Barrister-at-law, Toronto, published by 
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the Carswell Company, Limited, Toronto, 567 pages and 
indexes. 

This second edition, the first was published in 1939, 
brings Mr. PlaXton’s review of the Income War Tax Act and 
the Excess Profits Tax Act up to late 1947. Each section 
of these Acts is quoted seriatum and is followed by the 
author’s comments well embellished with references to legal 
decisions, departmental meetings and to amendments made 
to these sections from time to time. This is a book for the 
professional adviser rather than for the man on the street. 
The Tax Convention and Protocol between Canada and the 
United States of America dated March 4, 1942 and the 
Income Tax Agreement between Canada and the United 
Kingdom of June 5, 1946 are reproduced in full. A special 
chapter entitled “Indicated Departmental Practice” contains 
a large number of rulings collected over a period of years. 
The author warns that these rulings may or may not be 
consistent with the law and in every case their currency and 
accuracy should be checked with the Income Tax Division. 
These rulings do not coincide exactly with those distributed 
in the D.A.C.A. Tax Service, there being some which we 
have not included in the Tax Service. Further, Mr. Plaxton 
does not give the whole text of the rulings, but merely in- 
dicates the result. This book should be in the tax library 
of all public accountants and lawyers. 


The Diary of Samuel Marchbanks, by Robertson Davies, 
published by Clarke Irwin & Company Limited, Toronto. 
204 pages, $2.50. 

Recommended reading to the tired business man is this 
day by day record for one year of the thoughts of one whose 
profession is writing. The publishers suggest that, in 
Robertson Davies, Canada has found her most original 
humorist since Stephen Leacock. But he is not only a 
humorist, he is a philosopher and an historian. To this 
reviewer, the following paragraph under the date “Tuesday” 
in the eighteenth week of the year come as a delight as, at 
the time of reading, he was in the same dilemma. 

“My cold is not better; it is worse, and I am confronted 
by one of those vexing problems for which there is no 
wholly satisfactory solution. Shall I stay at home, and 
enjoy the delights of mild invalidism, or shall I do my day’s 
work, and enjoy the gloomy pleasures of martyrdom?... 
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To lie in bed, cosseted with hot-water bags and flannel chest- 
warmers, supping gruel, syllabubs, and tansy tea—that is 
the ideal state on a vile, rainy, soggy day like this. But 
again, to snuffle at my work, to throw paper handkerchiefs 
into the waste basket in monotonous rhythm, to cough piti- 
fully and roll my rheumy eyes toward Heaven whenever 
anyone reproaches me—this, too, is bliss... . Then again 
a man with a cold is a privileged snarler ; he can be as abrupt 
as he likes with his colleagues, and they are forced to be- 
lieve that it is his illness which speaks through his lips, and 
not his habitual sweet spirit. Lying in bed, there is no one to 
snarl at, for if one snarls at one’s nurse she may retaliate 
with a mustard plaster—which is, of course, for one’s own 
good, and has nothing whatever to do with revenge.... I 
eventually decided in favour of work, and developed a cough 
which sounds like coal pouring down a chute.” 


Those of us, too, who are now commiserating or chuck- 
ling at the economic plight of our oil-burning friends, will 
enjoy his reports of his struggles with his mammoth hot- 
air coal furnace. Read this book during a spell of pressure 


and you will find it a better tonic than things material. 


Provincial News 
Ottawa Chartered Accountants Club ° 


On Wednesday December 10th, 1947, Mr. Clem L. King, 
Research Director of the Dominion Association gave a very 
interesting address to thirty-five members of the Chartered 
Accountants Group of Ottawa. The speaker was introduced 
by Mr. C. F. Elderkin, Inspector General of Banks, who out- 
lined his qualifications for making the introduction by ex- 
plaining that in 1946 it was his task, as head of a dominion 
committee to find an incumbent for the position of Research 
Director, and how his committee had the success of obtain- 
ing Mr. King. 

Mr. Elderkin outlined the importance of Mr. King’s 
position and explained that although policy is laid down in 
committee, for most of the year the position of Secretary 
and Research Director was entirely self propelled. 
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Mr. King’s address, and his handling of questions, left 
little doubt in his listener’s minds of his capability to handle 
the responsibility of his position. 

The local group was enthusastic in its response to his 
address. Mr. H. Matheson, president of the Ottawa group 
was in the chair, and tendered the group’s thanks for Mr. 
King’s address. 









Personals 


John H. Leckie, Chartered Accountant, announces the 
opening of an office at 677 Ontario Street, Niagara Falls, 
Ontario, for the practice of his profession. 


Peters, Brown & Company announce the retirement of 
its senior partner, Mr. Gordon A. Peters, Chartered 
Accountant. The remaining partners, Messrs. Colin C. 
Brown, Harvey L. Good and John Duncanson, Chartered 
Accountants, will continue to practice under the name, 
Peters, Brown & Good, Chartered Accountants, with offices 
at 159 Bay Street, Toronto, and 40 Jarvis Street, Fort Erie, 
Ontario. Mr. Peters will retain an office at 159 Bay Street, 
Toronto. 


T. E. Robinson & Co., Chartered Accountants, Regina, 
announce that Miss J. Robinson, Chartered Accountant, has 
been admitted as a junior partner of the firm. 


Crowell, Balcom & Co., Chartered Accountants, Halifax, 
N.S., announce that Mr. Hugh E. Spencer, Chartered 
Accountant, has been admitted as a partner in the firm. 


Martyn Oliver & Co., (F. Martyn Oliver and C. W. 
Richardson) announce that they will carry on the practice 
of their profession under the firm name of Oliver & Pichard- 
son, Chartered Accountants, 3 Central Building, M. dicine 
Hat, Alberta. 
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Business Is Business That Is The Trouble 
By J. V. McAree 


It is not an uncommon occurrence to read of a solicitor 
having been suspended for unprofessional conduct. During 
the suspension he is debarred from practising. Now and 
then the same thing happens to a doctor; occasionally to a 
clergyman. We do not recall having seen dentists, veterin- 
ary surgeons, engineers or architects similarly punished. 
The presumption is that they are pure, like the chemists. 
But the right to discipline, even to ruin, a member of any 
of these professions lies in the hands of their brethren. It 
is a right granted the various professions by the law, and it 
is primarily for the protection of the public. It also protects 
the standards of the profession; and it is they who set up 
the standards that must be adhered to. Professional men 
are, of course, subject in all respects to the ordinary laws 
of the country. If a lawyer steals, it is not his professional 
brethren who deal with him. It is a judge and jury. Ifa 
doctor performs an abortion, he too goes before the ordinary 
courts. 

Professions Are Different 

The difference between a profession and a business was 
expressed by a lawyer friend many years ago. “I practise 
criminal law,” he said, “as a profession. Civil law is a little 
different.”” What he implied was that it would make no 
difference in his defense of an accused murderer whether he 
was to receive a hundred dollars or ten thousand dollars for 
his services. The difference with civil law is that there is 
generally money at stake. The lawyer may gauge the 
value of his services accordingly. He will try to get the 
most he can for his client and also for himself. In other 
words, civil law is more a business. We wonder if it would 
not be better for business generally if those who conducted 
it tried to raise it to the rank of a profession. In view of 
the storm signals flown by the Communists, the Socialists 
and others, business might be well advised to set its house 
in order, to regulate itself rather than have some doctrin- 
aire Socialist do the regulating, which might easily turn 
out to be exterminating. 


Reprinted with permission from the Globe & Mail, December 2, 
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Where is Self-Disciplining? 

There are trades associations, manufacturers associa- 
tions and chambers of commerce. We have never heard 
that any of them had a disciplining committee. We have 
yet to learn of a business being closed down for a sharp 
practice, for cheating the customers, just within the margin 
of the law; for bringing disgrace indirectly upon all others 
engaged in the same business. The sort of profiteering we 
have seen recently among vegetable dealers would be un- 
thinkable among the members of a profession. But it is 
plain enough that some injury, however slight, is incurred 
by all business when the public is being gouged by one 
branch of it, however legal the gouging may be. Indeed 
the chiselling is tacitly approved and defended on the 
ground that “business is business.” This is a phrase used 
to justify the most coldblooded dismissal of employees, the 
unconscionable raising of prices, the cheapening of quality 
and many another moral offense that would not be tolerated 
in ordinary social intercourse, nor in any reputable pro- 
fession. It explains why for a long time the word tradesman 
was an epithet. 


When Good Names Were Cherished 


Business ought to be something more than business, and 
if our ordinary system of free enterprise is to survive, it 
will have to be. Before the days of the great trusts and corp- 
orations, and when the name of the business was the name 
of the owner who conducted it, standards were higher. A 
merchant valued his good name as much as did his clergy- 
man or the local squire. But big businesses today are owned 
anonymously, sometimes by tens of thousands of people who 
feel no personal responsibility whatever as to how they are 
run. So long as dividends are paid they have no interest in 
any detail of management. If there are reductions of staff 
or of wages they murmur “business is business” if they feel 
called upon to make any comment at all. Former aliens 
buy businesses of long standing for the sake of the name 
and the good-will they have built up over a long period of 
years. They do not buy for the purpose of upholding the 
traditions associated with the name. They buy, naturally, 
to make a profit for, after all, business is business. 


FEBRUARY, 1948 117 










THE CANADIAN CHARTERED ACCOUNTANT 


A Change in Spirit 


In ancient times the guilds might be said to correspond 
to the professions. They had their own self-imposed stan- 
dards; and these standards were a protection for the gen- 
eral public. Everybody came to understand what the 
sterling mark meant on silver. The guilds could expel mem- 
bers from their ranks who failed to embody the guild spirit, 
and to be a member of a guild gave a man standing in his 
community. The guilds provided London with many a Lord 
Mayor, and continue to do so to this day. We do not know 
what practical steps could be taken by the leaders of our 
business community toward professional status. But we are 
clear in our own mind as to what should come first. It would 
be a change in spirit which would blush to say “business is 
business.” Greed as the prime motive for business must be 
abolished. Public service must become more than a phrase 
concocted by some public relations counsel. Decent treat- 
ment of employees, fair play to the consumers must be set 
above profits in the certain belief that profits will come in 
due course if the people generally come to have the same 


opinion of business men as they now have of their brothers 
in the professions. Profits may be fewer, but business itself 
will be more permanent. 
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J. E. SMYTH, C.A., Editor 
NOTES AND COMMENTS 


The desire to consider “drawings” or “dividends” (as 
the case may be) as a deduction from revenue in computing 
net profits seems to die hard with many students. By and 
by as we progress in our study of accounting we come at 
length to realize that the figure for net profits which we are 
trying to produce is a result of dealings with outsiders. The 
business must stand up against the rest of the world, as it 
were, and every so often it asks itself whether or not it is 
holding its own. From this point of view to include pay- 
ments to owners, as such, amongst the expenses is to distort 
the meaning of the results. 

For the same reason we submit that partners’ salary 
allowances and interest on capital should not be charged 
against revenue in establishing the figure for net profits 
but rather should be regarded as a part of the mechanics 
of crediting the partners equitably with those profits al- 
ready computed. 

* * * * a 


Recently we had occasion to observe an income state- 
ment prepared for purposes of class illustration which in- 
cluded in the expenses, in addition to “interest on borrowed 
capital”, a figure for “interest on owned capital.” Then at 
the end of the statement the latter item was added back to 
produce the regular figure for profits confined to trans- 
actions with outsiders. 

This treatment seemed to us to suggest an attempt to 
circumvent some of the limitations of the conventional 
profits figure for the purposes of comparing the profits of 
one business with those of another. The trouble is, one 
business may deal with more outsiders than another, and 
it is then impossible to compare the relative success of 
their operations by setting their profits figures side by 
side. One business may deal with an outsider, a landlord, 
and so incur rent expense while another owns its build- 
ings and instead charges depreciation expense against 
revenue; one business may borrow from outsiders (bond- 
holders or a bank) and so incur interest expense while 
another finances itself by ploughing in profits or issuing 
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further shares; one business (a limited company) has a 
little matter to settle with an outsider (the Receiver 
General) while another business (a partnership or single 
ownership) does not deduct any provision for income 
taxes in determining net profits. And so it goes. Perhaps 
the answer lies in deducting some things and then adding 
them back but we suspect that the all-purpose income 
statement is going to be quite an elaborate affair and not 
a little confusing. Better, we say, to admit that the 
measurement of income depends upon its purpose and 
better therefore to produce, where necessary, specialized 
statements directed to their one end alone. 

Already we have such a bewildering variety of spe- 
cialized figures for profits (gross profit, net trading profit, 
profit before taxes, and net profit, for example) that a 
reaction has set in with some accountants now taking the 
revolutionary stand that all expenses rank equally as 
charges against revenue, and others (more conserva- 
tively) insisting that at least only one figure be 
described as “profit”—the final figure—and that other 
names be found to explain the intermediate steps, such 
as “gross trading margin”, “net trading margin’, and 
“net margin before taxes”. We are inclined to agree with 
the trend. In fact, we hope never really to have to in- 
terpret a figure for “net profit after deducting interest on 
owned capital but before deducting income taxes”. 

One parting shot at interest on owned capital as an 
expense: we are going to let ourselves in for quite a bit of 
trouble if we admit items as expenses which have not 
been subjected to the test of the market. Who knows for 
sure what the rate of interest on owned capital should 
be when no one has to pay it? Who knows for sure what 
the rent on owned buildings would be if they were not 
owned? 


Students’ Society of British Columbia 
At the Annual General Meeting of the Students’ Society 
of British Columbia, held on the 10th of December, 1947, 
at the Hotel Georgia, Mr. John Stacey, President, occupied 
the chair and introduced the guests of the evening; Mr. J. 
Lorn McLean, C.A., Chairman of the Institute Committee 
on Education and Examinations, Mr. W. R. Patrick, C.A., 
President of the British Columbia Institute, Mr. L. R. 
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Sinclair, C.A., and Mr. Paul Rising, C.A., Honorary Mem- 
bers of the Students’ Society, Mr. H. N. Lunn, C.A., Secre- 
tary of the British Columbia Institute of Chartered Ac- 
countants, Mr. D. L. Johnston, C.A., a member of the In- 
stitute Committee on Education and Examinations, Mr A. 
M. Reid, C.A., Chairman of the Committee on Students’ 
Affairs and Mr. A. F. Learmont, C.A., guest affiliate of the 
Scottish Institute 

Mr. Stacey, the retiring president, made a brief review 
of the years’s activities. He commended the efforts of the 
student council and many members of the senior body in 
advancement of student affairs. 

Election of the 1948 council members took place and at a 
subsequent council meeting officers were elected as follows: 
President, D. M. Ross; Vice-President, I. Bell; Secretary, 
K. E. Gilbey ; Treasurer, F Graham. 

Committee: Chairman Education Committee, C. Mavor; 
S. B. Jenkins, R. G. Curry, A. MacDonald. 

Honorary Life Membership in the Students’ Society was 
bestowed upon Mr. W. G. Rowe, F.C.A., and Mr. D. R. 
Smith, C.A. 

Our guest speaker, Mr. J. Lorn McLean, C.A., Chairman 
of the Institute Committee on Education and Examinations, 
presented a very informative address concerning education 
and examinations. Mr. McLean presented information con- 
cerning a brief of recommendations on examinations and 
course of study recently submitted by the Institute on be- 
half of British Columbia. The results of these briefs, in all 
provinces, may form the basis of future courses in the 
Dominion. 

Mr. Patrick, President of the British Columbia Institute 
informed the meeting that due consideration would be given 
by the committee on the many worthy suggestions received 
from the students in the general discussion which followed 
the address. 


PROBLEMS AND SOLUTIONS 


THE PROVINCIAL INSTITUTES OF CHARTERED ACCOUNTANTS 


Solutions presented in this section are prepared by practising 
members of the several provincial Institutes and represent the personal 
views and opinions of those members. They are designed not as models 
for submission to the examiner but rather as such discussion and 
explanation of the problem as will make its study of benefit to the 
student. Discussion of solutions presented is cordially invited. 
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PROBLEM I 
FINAL EXAMINATION, DECEMBER 1946 
Accounting IV, Question 3 (30 marks) 

The Lakeview Development Co. Ltd. purchased a forty-acre tract 
of land (4840 square yards to an acre) for a price of $500 per acre 
and also expended $46,000 on clearing the land, improvements and 
expenses. Out of the total area acquired 88,600 square yards were 
used for streets, parks and other community purposes, 

The remaining area was divided into two classes of lots (a) 
“View” lots which comprised one-third of the total number of lots 
and contained 1,500 square yards each; (b) “Common” lots which 
comprised two-thirds of the total number of lots and contained 1,000 
square yards each. The sales price of the lots was $1 per square yard 
for view lots and 90 cents per square yard for common lots. The 
basis of allocating cost as between view lots and common lots is in 
the same ratio as sales realization prices. A discount of 5% was 
allowed on all sales for cash. 

No lots were sold during the company’s fiscal year ended 30th 
April 1944 which was the first year of the development. In the second 
year 10 view lots and 15 common lots were sold. Of these 4 view 
lots and 6 common lots were sold for cash; the remainder were sold 
on a “ten-payment plan” of 10% cash and the balance in 9 equal 
monthly instalments. During the third year all of the remaining 
lots were sold, 10 view lots and 15 common lots being sold for cash 
and the rest on the ten-payment plan. 

At the end of the second year (the first year of sales) there 
was still owing on instalment sales an average of 4 instalments. At 
the end of the third year all second year instalment sales had been 
collected but there was an average balance on the third year instal- 
ment sales of 3 instalments. The balances were all considered good 
and collectible. 

Earned gross profit is to be regarded as that part of the gross 
profit which is realized by actual collection. Carrying charges are 
to be ignored. 

Required: ’ 

You are required to prepare statements showing the earned 
profit by classes of lots for each of the two years ended 30th April 
1945 and 1946 (the second and third years). 


SOLUTION 


Land purchased: 
40 acres: at 4,840 sq. yds. 
at $500. per acre $20,000. per acre = 193,600 sq. yds. 
Less— 
Used for devel- 
opmert 88,600 sq. yds. 


Area subdivided . 105,000 sq. yds. 


Units of sub-division: 
1 View lot (1/3 number of lots) @ 1500 sq. yds. 1,500 sq. yds. 
2 Common lots (2/3 number of lots) @ 1000 
DMG sos desea cedns Neha whw sah eeds ss onsen 2,000 sq. yds. 


105,000 3,500 sq. yds. 
Number of units = ——_— per unit 
3,500 = 30 units 
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Number and area of lots: 
View —30 lots @ 1500 sq. yds. ............. 45,000 sq. yds. 
Common—60 lots @ 1000 sq. yds. ............. 60,000 sq. yds. 


a AN SUD So o's 0 5E Sin do sic nee Oe deeh Kaas 105,000 sq. yds. 



















Each oflots Total 


Sales price of the lots: 
View 1,500 sq. yds. at $1. ...... $1,500. 30 $45,000. 
Common 1,000 sq. yds. at 90 cents 900. 60 54,000. 






EY ovanetis oh bate nie Peace td wide eek Sis ee 90 





Cost of the lots: 
I ME 5 coding ad 6ia's's05'8 ¥ Adaie.ela ie Sie'a,b ahse $20,000. 
Clearing, improvements, etc. ...............4- 










Allocation of the cost to the two classes of lots: Total Each 





View lots (45000/99000 of $66,000.) ............. $30,000. $1,000. 
Common lots (54000/99000 of $66,000.) .......... 36,000. 600. 
$66,000. 












Lots sold, by years: Common 
SN, PN I sh Sse ee ele 4 6 
TORPAFMERE oes ces sccs 6 10 9 15 









We I a aon 5 0655 ce ividve t's cs 10 15 
go ae 10 20 30 45 


30 60 









The gross profit on each of the two classes of lots was: 
View Common 

I EIN ors a Le aeiteale pense 4 ma ae ade oe aS $ 1,500. $ 900. 
600. 













Gross profit A De TT EER ee ee eee $ 500. $ 300. 


Second Third 
The unearned gross profit by years was: Year Year 
Average percentage of uncollected instalments.. 40% 30% 














View lots— 





Lots sold on ten-payment plan .............. 6 10 
Gross profit thereon at $500. each ........... $ 3,000. $ 5,000. 
Unearned NNER os. 5-1. barn ah aeseseuns $ 1,200. $ 1,500. 






Common lots— 






Lots sold on ten-payment plan ............... 9 30 
Gross profit thereon at $300. each ........... $ 2,700. $ 9,000. 






Unearned gross profit ............ssseeeeees $ 1,080. $ 2,700. 
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THE LAKEVIEW DEVELOPMENT CO. LTD. 
STATEMENT OF GROSS PROFIT EARNED 


For the Year Ended 80th April 1945 
Common 
Views Lots Lots Total 
15 25 


$ 5,400. $11,400. 
8,100. 17,100. 


$13,500. $28,500. 

300. 270. 570. 

“$14,700. $13,230. $27,980. 

Cost of lots sold 10,000. 9,000. 19,000. 
Gross profit on sales . $ 4,230. $$ 8,930. 


Less— . 
Unearned gross profit on instalment 
sal 


1,080. 2,280. 
Gross profit earned - $ 3,150. §$ 6,650. 


THE LAKEVIEW DEVELOPMENT CO. LTD. 
STATEMENT OF GROSS PROFIT EARNED 


For the Year Ended 30th April 1946 
Common 
Views Lots Lots Total 
: 20 45 65 
Number of lots sold nis ase ii 


Gross sales: 
Cash sales $15,000. $13,500. $28,500. 


Instalment sales . 27,000. 42,000. 
$30,000. $40,500. $70,500. 

750. 675. 1,425. 

$29,250. $39,825. $69,075. 

27,000. 47,000. 


Gross profit on sales . $12,825. $22,075. 
Add— : 

Unearned gross profit on instalment 

sales at 30th April 1945 1,200. 1,080. 2,280. 


$10,450. $13,905. $24,355. 
Deduct— 
Unearned gross profit on instalment 
sales at 30th April 1946 i 2,700. 4,200. 


Gross profit earned . $11,205. $20,155. 
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PROBLEM II 
FINAL EXAMINATION, DECEMBER 1946 
Auditing I, Question 1 (20 marks) 

In connection with the audit of McLean Manufacturing Co. Ltd. 
you are personally in charge of the examination ae to the 
following items: 

(a) Trade debtors—(discount terms 2% 10th of month following: 
about two thirds of the accounts are collected by draft and 
monthly statements are not furnished thereto, all other debt- 
ors are furnished with monthly statements). 

(b) Reserve for bad debts. 

(c) Unexpired insurance premiums and insurance coverage, (fire, 
public liability, fidelity, truck and car fleet coverage carried). 

(d) Refundable portion of excess profits taxes. 

(e) Share capital—(the company is a public company and the 
Atlas Trust Company acts as registrar and transfer agent). 


Required: 
Draft (1) Audit program, and 
(2) Illustrative working papers, to show the nature of 
audit verifications you consider appropriate for each 
of the above items. 


SOLUTION 



























1) a) Trade debtors 
1. Check trial balance and reconcile. 
2. Analyze accounts as to age and condition. 
3. Enquire into inactive credits and accounts whose balances 
do not appear to represent specific items. 
4. (Subject to arrangement with client) confirm balances at 
year end as follows: 
a) Draft accounts—prucure lists of drafts lodged for col 
lection and trace disposition of drafts unpaid. 
b) Circularize non-draft accounts. 
5. Test postings and extensions (unless internal check satis- 
factory). 
b) Reserve for bad debts 
1. See above (a) (2). 
. Enquire into reserve policy. 
List accounts deemed bad and doubtful. 
Review with management the over-all charge to operations 
and resulting reserve. 
Inspect authorization for write-offs. 
Inexpired insurance 
Inspect policies, classify and summarize. 
Check computation of unexpired premiums. 
Prove premium expense for period. 
. Compare coverage with requirements. 
. Note special circumstances (liens, loss payable, coinsurance, 
etc.) and discuss with management. 
d) Refundable tar 
1. Verify computations. 
2. Compare with assessments received (for years assessed) 
and with returns (for years not assessed). 
e) Share capital 
1. Check authorized capital from statutory records, 
2. Obtain certificate from registrar as to outstanding capital. 
3. Reconcile any change in total amount of outstanding capital. 
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McLean Manufacturing Co. Ltd. 
Accounts Receivable Trial Balance 


As at Prepared by 
Date 


Draft Reserve 
Paid | Confirmation |__ Requirement __ 
Amount | Age In Full Sent Client | Auditor | Remarks 


separately at end) 


b) Reserve for Bad Debts 
As at Prepared by 
Date 
Reserve at 
Add provision (per Profit and Loss) 
Deduct: Write offs, per authorized list attached 
Reserve at 
Requirements per working paper (a) 
Comments: 


Schedule of Insurance in Force 
As at Prepared by 
Date 


Unexpired 
Company Broker | Amount Premium)! Expires |at 


Fire—buildings 
Fire—stock 
Fire—equipment 
Miscellaneous 


SUMMARY OF COVERAGE 
Coverage Book Value Comments 

Fire ‘ 

Buildings 

Equipment 

Stock 
Miscellaneous 

Reconciliation of Premium Expense 


Annual premium as above 
Add: Unexpired at Jan. 1/— 
Deduct: Unexpired at Dec. 31/— 
Insurance expense per Profit and Loss 


d) Refundable Portion of Excess Profits Tax 
As at Prepared by 
Date 
Taxation Year Amount Remarks 
(Confirmed by assessment, 
checked to return, etc.) 


e) Share capital 
1. Abstract of letters patent, etc. re authorized capital. 
2. Certificate from registrar. 
3. Reconciliation with particulars of capital outstanding. 
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Seo Ne ae ) 
ACCOUNTING FORMS | 
for Hospitals : 


STOCK FORMS TO SAVE YOU TIME AND MONEY 


Accounting forms for all: hospitals, hate’. or small, are now 
available ftom our’ stock of special forms. - This ‘series of 
forms has been designed in accordance with the require- 
‘ments of the Public Hospitals ‘Division, Ontario Department 
of Health. These. forms eliminate the expense of specially 
printed forms for the individual hospital. Their use insures 
efficient accounting at a material saving. 


Included in this series are forms for: 
‘Patients Ledger = Cash Receipts Register. 
Daily Cash Report Authority to Operate ~ 
Payroll Forms . Clinical Records 
Maintenance Register . Temperature Charts 


Sample sets and complete list of stock forms are available 
to accountants and — on ae Please telephone 
or write to: A 


Bas ND a Toy cae ci MITED 
OFFICE SUPPLIES PRINT ING .- BUSINESS FURNITURE 
HEAD OFFICE AND PLANT: 


“6-14 WELLINGTON: STREET WEST 


~ BRANCH; TORONTO 1° ONTARIO 
~ LIS Tonge Elgin 6481 





A valuable aid in simplifying both individuol 
and corporate income tax problems. 


ASSOCIATION OF 
ACCOUNTANTS 


announces the publication of 
the new 1947 edition of the 


INCOME TAX 
HANDBOOK 


by Arthur W. Gilmour, B.Com., C.A. 


You will find this handy reference book extremely 
useful. It is written in simple, practical and concise 
language and is well indexed. Income taxes are com- 
pletely covered. Also thoroughly covers excess profits 
tax, taxation of non-residents, pension funds, depreci- 
ation and partnerships, the Department's practices 
regarding special claims, etc. 


ORDER TODAY $Q_QQ PostPaip 


Send cheque or money somes payable at par, to the 


DOMINION ASSOCIATION OF CHARTERED 
: .“ ACCOUNTANTS 
10 Adelaide St. East, Toronto 








